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] Internal conflicts within the Austrian People’s Farty will
B probably be cleariy demonsirated inm THO Torthcoming garty congress,
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program. Within the People‘s Party, which is a combination of
industrial, farmer, and white collar lnterests, increasing
discord has been recently evidenced, between the Economlic
Ieague of the industrialists, on the one hand, and both the
Pepsent League of the farmers and the weak League of Workers
on the other. Because the Party depends for financlal and
pepular support mainly on the industrislists and the farmers,
1t sppears wnlikely thet party pollticians will permlt
disunity to develop further between these two strong alements.
Furthermora, & compromlse program is alsc necessltated by the
perty's participation in a coalitlon govermment with the
Soclalista. ‘ ‘

The Workeors League, however, will probably face & con-
tinuing, though submerged, campalgn directed at lesgening its
influence in Intornal party politics. Although the influence
of the Workers League was strengthened by its showing In
the October nationsl eloetions, this very fact appsars to
have prompted the efforts by thie Fconomic Leagus to throttle
labor criticlsm within the party of 1ts economic policys The
Workers Leagus is the party exponent of more liberal labor
programs,retention of govermmental conbtrols, and price reduc-
tions .

There is prcbebly little chance that the People's Party
will suffer any serious split arising from the conflict between

10 industrlalists and workers. The leaders of the Workers
Lesgus probably realize that thelr group 1s too weak to with-
draw from the party and stand on its own feet, and the Economic
Lesgue will probably prefer to maintain the facade of party
solidarity agsinst the Soclslist Pariy. '

FRANCE

Commmiat efforts to use French ’iabor for politlcal
the delivery of

dbgecﬁivsa In the "peace campaign® asainst 1
! arms will probably increase in the next few weeks, butb

will have only limited success. The welght of the Communist
offensive will be directed primerily ageinst the port and rail-
wey workers in Cherbourg, which has been selected as the
principal delivery port. The organization of Communist strength
trore is still in the plenning stage, but probably strong-arm
tactics will be employed., French military authoritles ars
prepared, however, to suppress any Communist disruptions.
Diminished trafflc at Cherbourg over & probtracted period
has ereated consideradble unemployment., The prospect of relief
through large-scale military shipments wes a major factor
making a success of the Force OQuvrlere's appeal to the dock

“workers to vote, in the Tecent General Confederation of Labor

{CGT) poll, in favor of unloading defense equipment.
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The French Communist Party, now operating on reduced
fmda, will probably be given sizeable financlal backing
through the World Federation of Trade Unions for lits
cenpaign. Although the assurance of financial ald to sirikers
wil) overcoms some of labor?s passivity toward the "peace
cenpaign®, Communist appeals will probabiy have 1lltile success
1. the Cherbourg area., Aside from the sentiments of the
doaicers, FO influence among laborers on the main railway line
sorving the port, 70% of whom are unorganized, is substantlally
grecter than that of the CGT., |

FRENCH AND SPANISH NORTH AND WEST AFRICA

French plans calling for the hasty establisiment of &
1im]ted measure of Internal seli-goveymeant for the Iezzan are
IikeTy to run counter to the over-all program envisaged by the
U8 for an indapendent Libya by 1952. The plans are viewed with
apprehension by the newly-sppointed UN Commissioner for Libya,
who fears adverse reactions among the local populatlon.
Furthermore, implementation of the plans will provide unexpected
justifioatlion for both nationalists and Communists in Tunlsia
and Algeria, and even in more remote Moroceo. Lo propagandlze snd
demonstrate against continued French control of North Africa.

The French contemplate a politlcal aerrangement, effective by
mid-February, involving & Govermment of six appointed counclllors
to deal with domestic affairs and internal security, assisted by
ar slected consultative assembly similar to that in Algerls.
Ruth councll and assembly would bse under a French-selected chief
o” state, subject to the approval of the local tribes and
91llages. Foreign affairs and defenss would be reserved to
the administering authority, France, in the person of &

Resident Genersl, ss in Morocco.

Such an arrangemsent might be regarded as placing the Fezzan
in a position simiiar to that of a French protectorate, like
Tunisia or Morocco, and would be susplcliously suggestlve of a
scheme for eventual amnexation to Algeria.,

THE WNETHERLAND3S

High Dutch officlals in Indonesis probably will be able to
obtain e%e Yoluctant cooperation of the Dutch military leaders
with the Indonesian attempts to put an end to the guerrlilla
activitios of formor Captain Westerling of the Netherlands
Yndonesian Army (ENIL). The Netherlands Government 1s thoroughly
supported by Duteh public opinion in 1ts desire to asslast the
Indonesians in eliminating the dangerously dlsruptive lnfluence
of Westerling and his followers, meny of whom are Indonesiasn
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deserters from the KNIL. The Dutch forces undoubtedly will

not be callsd upon to act directly against the Westerling group,
unless the Indonesians become convinced that they csnnot handle
tire situatlon thsmselves., Nevertheless, the Dutch may be sked
o assune more extensive guard duties and other non-combea:
functions, to release as many Indonesians as possible for
measures agalnst Westerling and other guerrilla groups. I

the Dutch take stern measures ageinst ENIL deserters, and if
the Indoneslan Army program to Ilncorporate wvolunteers from

the ENIL 1s successful, Westerling's attraction for ENIL troops
probably wiil be countaracted.

The stabllity of the Nestherlands Catholic-Labor coalltion
Gwvermment probably 1is assured for & time because of what sgems
o be a tacit Catholic-Labor agresment on economic polley.
Although the mors conservative Catholic Party currently seoms to
dominate the formulation of economic measures, Labor Party
officials probably will continue toc be paclfied by economic
arrangements, which have included an increass in some subaldy
payments for six months and small wage increases to meet the riass
in the cost of living since devaluation. Any substantial decline
in the real incoms of workers, however, coupled with lessened
Goverrment control of the economy, may lead to renewed Catholle~
labor conflict over economic measures.

- There is a possibllity that the two Cabinet membsers from
swall rightist parties, not wholly representative of thelr
parties® policies, may resign, in which case the stablility of

the Catholic-labor combination will be further lmproved. In
addition, the greater advantages to the Labor Party of remsining
in the Government, the existence within the Catholic Party of

& substantial pre-lavor group, snd the Aifficulty for the (Catholic
Party tc form a stable coalitlion with partles other than lLabor
all ers likely to lead to a continumtion of compromlse agreements.

ITALY

The Communigt campaien to cripple ITtaly®s military rehabiii-
tation will begin soon, and may have local success. A recent
declaration by luigl longo, leader of the "direct action® group
in the Italian Communist Party, to the effect that the unloading
of US arms and the transfermation of industries from peasce to
wer production muat be prevented, indicates that the Communist
plan of action will stress disruption of port and rallroad
trafflic and the output of heavy Industries,

Although the Communists do not effectlively control the
port workers in the south Italian porbts, thelr strength in nmost
of the northern ports would enable them to interfere serioualy
with the unloading there of MDAP shipments. The Communiste
controlled port workers in Genos, La Spezia, Savona, and
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Ancona have already pledged themselves not to handle such
cargoes, and it is believed that strike orders have already
been iasuved In all ports.

In order to complete the obstructlon of MDAP shipments,
sympathy strikes smong the rallroad workers are a distinct
possibllity. In view, however, of the spotty nature of
Communist control of rallroad workers, 1% is doubtful
whethor the Communists could do more then tie up transportation
out of Genoa and Leghorn.

It 1s smong the worksrs of the north Italian heavy
industries, who are nursing valid economlc grilevances, that
the Communlst campaign is likely to achleve a substantial degree
of success. In thls sector of the econcmy, widsespread strikes
and sdbotaﬁe are entlclpated under the directlon of Communist-
dominated "committees for defense of peacs™. In several Genoca
plants these commlttees are currently pledging that they will
not construct war materiel of any kind,

Although the progress made by the non-Communist labor
orgenizations among the port workers in southern Italy and the
railroad workers may prevent Communist agltation from achieving
natlon-wide success, 1t will not alone be sufficient to combat
effsctively the extreme Left's campaign., Prompi, energetic
action by the Italian Government in medlating labor disputes
over valid economlc lssues and in educsiing the workers in the
real objectives of the Atlantic Pact and MDAP would do much to
wealken the Communlst appeal to labor. The Govermment would
thereby lncrease lts popular prestige and could better isoclate
for effectlve pollce actlon dle-hard Communist elements preparing
to operate under the %*direct actlon®™ policy.

The Italian Government may be foreced to reduce its unduve
ggggg§£g;gpon emigration as & basle solution to its very serlous
unemployment problem. Socio=politlcal pressures, as well &s
economic necessity, may belatedly force a more reallstic con-
centratlon upon new invegiment and other internal measures to
reduce unemployment, the real extent of which may represent
20-25% of employable man-years.

- Emigration during 1949 fell faxr short of the projected
200,000, despite vigorous efforts to find outlets. The outlook
for 1950 1s even poorer., However, even if adaguate outlets
were found for the present population increment of about 400,000
per year, it would be the more skilled industrial workers and
enargetic farmers who would, for the most part, be demanded by
the recoclving country. Thoe loss to Italy of itz more efficient
workers would cause further dislocation in ths economy, and would
increase the labor costs of production wlthout necessarily
reducing uwnomploymsent.

While the Govermment has atbtempisd to push emigration
vigorously, it has not pursued an aggressive investment and
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investment-stimilating policy which would create new jobs.
Although the Govermment's investment and credlt policy has
served to maintain a stable currency, the stability has been
obtajined at the exzpense of an expand eaonomy. Desplte
progress under the ERP, the structural defects of the
oconomg have set narrow limits on this progress. The
sitoation is reflected in Italy's current fallure to absord
fully ERP ald.

Thoe dangors of the unemployment sltuation have been most
recently indicated by the Milan, Modena, and Rome rlots over
the discharge of surplus workers. These riots are representative
of what could happen on a larger scals, unless the Government
launches a more fundamental and aggressive attack upon the
problem than the promotion of emigration or financial stebility.
Tn fact, ECA's warning of a possible cut-back of §70-100
million in 1949-50 allocations has alresdy galvanlzed the
Italian Government into "paper actlon™: plans for a 845-billion-
1lire over-all investment for 1850.51, plus 120 billion lire
especially for southern Italy, Past performance, however,
compels serious doubt of both the time and extent of the
implementation of these paper proposals.

VATICAN

Whether the international Catholic labor organization (CISC)
should De dissoivod so that it may amaigamate With the new non=
Communist lebor international (ICFTU)} is & serious problem for
the Vatican. The traditional policy of the Holy See, as lid
down by papal sencyclicals and expounded in papal dlscourse,; has
been to maintain the separation of Cetholic organizations, in-
cluding labor groups, from non-Catholic organizations in the
seme field. It waas believed that only by such separation couwld
the Catholic groups msintain thelr integrity end pursue thelr
specilal goals. Since World War II, however, local Cathollc
labor groups in western Europe, recogunizing the increased
potentiality of Commmnism, have tended to work more closely
with other non-Communist labor unions, presumably with the
approval of the Vaticen., =

Divergence of opinion within the CISC as to whether the
organization should disband and its members Joln the new labor
international may parallel divergent views on thls issue within
the Vatican. The current decline in the influence of Communist
lsbor reduces the pressure for non-Communist lebor unification.
It can be expected that ths Vatican will favor close cooperation
between the two non--Communist labor internationals, rather than
complete integration, particularly because of the Vatlican fear
that a consolidated group would bs dominated by the Soclalists.
In any cage, Vatican leaders will avold offlcial promnouncements:

o T o
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(1) against such integration, to avold alienating labor
groups 1in the US and elsewhere that strongly support the

new intermational and the US concept of "neutral™ trade
unionliam; and (2) in favor of such integration, to avoid
possible diassolution of the Catholic~labor international
before the new ladbor international has hsd time to demonatrate
its long-range capabllities,

SPAIN

The Spanish Goverrment's decislon to publish the fuil text
of Secretary Acheson's letier to congressional leaders appears to
have Deen mouvivated by & desire to counteract the over-optimism
about the prospects of US financial aid that followed earliler
publication of only those portions of the lebtiter favorable Lo the
Franco regims. Thess excerpts were accompanied by editorial
acolaim of the alleged "rectification” of US policy leeding te
jubilant intorprotations of the news as an almost definite assur~
ance of immediete financisl help., In crder to arocuse xenophobla to
forestall a possible reaction unfavorable to the regime, should

the tenor of the suppreassed portions of the letter becume known,
the Franco Covermnment declided to reveal Acheson's full statement.
This waas published before forelign press crlticism on Spainta
distortion and suppression of the text could become widespread,

and too soon for official US comment to be recelved. The full

text was descrlbed in acconpanying edltorisls as sen "odious example
of foreign interferenca®™. Release of the letter, designed to

rally public support around the regime, prcbably will have some
temporary effectiveness in encouraging patience among the Spanlsh
army and bureaucracy, while the Govermment continues 1ts quest for
economic alid from forelgn sources.
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SPTCIAL ARTICLE

INADEQUATE FRENCH ECONOMIC PROGHRESS

. French sconomic progress in 1949 was clearly
inadequate for the atbtainment of long-term US
objectives in western Europe, and any remsdlal polleles
which the US might propose to the French would not
find effective support in France 1in '1950. '

The French achievement in expanding industrial
production, improving financlal stabillby, and reducing
the deficit in the non-dollar foreign paymenta account
was outstanding. A far greater effort, however, is
necessary in order to insure these galns and also
atrengthen the weaiker sectors of the economy -~
agricultural ocutput, private investment, housling con-
struction, and the dollar account. For more sclid
results the economy must be placed on a much more
efficlent and dynamlc basis by a revolution in the
thinking of those influential in goverrment and private
enterprise. ‘ ‘

The expansion of production in 1949 was, in the maln,
dus teo factors which were probsbly temporary. These
included large-scale US ald, the conmtinuance, by and
large, of a sellerts market, broad protection againat
foreign competitlion, steady wages, and the relative
stability of the Queullle Govermment., Production was not.
aided by any important departures from restrictive customs
or prejudices, or by any great imasginative efforts by the
Govermment, business, or labor. All economlc groups
were obsessed with thelr own security, to which end the
Govermment wag forced to gilve primary conslderation.
Thus, there was little enthuslasm for cooperation to
achleve long-term goals., The French were wulnerable to
the charge of taking advantage of ECA ald to postpone
essentlal, basic decislons.

The recommendations of the ECA Misslion to PFrance
for s basic French program to meet long-term needs ares
(1) the consolidation of the financlal stabllity so fer
achleved, by fighting the prevalling infllatlionary
montality, sharply limiting credit, making industry more
cost—conscious, freeing imports, and econcmizing on public
expenditures; {(2) the organization of a powerful drive for
higher productivity {eutput per man-hour), chiefly by a
broad educational pr«-eus; and (3) the rostoration of a

O
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belisf in social justice, especially by & oweeplng
reform of the fiscal system., There is little
likelihood, however, that any of these recommended
policies, evan 1f adopted by the French, would achievs

" important results in 1950, in vlew especially of the
stubborn psychological blocks and the outloock for
prolonged Goverrmentel weakness. In addition, such
policies would e smeriously hampered by the luminent

increase in the general weage level, the growing and
widagpread fears of foreign competltion, the Govern-
meat?s ascrifice of agricultural to industrial
investment needs, the inedequacy of private Investuent,
and the anticipalted long-term labor unrest,
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